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and Administration). Part II of sub-
chapter J relates to the treatment of 
income in respect of decedents. How-
ever, the provisions of subchapter J do 
not apply to employee trusts subject to 
subchapters D and F, chapter 1 of the 
Code, and common trust funds subject 
to subchapter H, chapter 1 of the Code. 

(b) Scope of subparts A, B, C, and D. 
Subparts A, B, C, and D (section 641 
and following), part I, subchapter J, 
chapter 1 of the Code, relate to the tax-
ation of estates and trusts and their 
beneficiaries. These subparts have no 
application to any portion of the cor-
pus or income of a trust which is to be 
regarded, within the meaning of the 
Code, as that of the grantor or others 
treated as its substantial owners. See 
subpart E (section 671 and following), 
Part I, subchapter J, chapter 1 of the 
Code, and the regulations thereunder 
for rules for the treatment of any por-
tion of a trust where the grantor (or 
another person) is treated as the sub-
stantial owner. So-called alimony 
trusts are treated under subparts A, B, 
C, and D, except to the extent other-
wise provided in section 71 or section 
682. These subparts have no application 
to beneficiaries of nonexempt employ-
ees’ trusts. See section 402(b) and the 
regulations thereunder. 

(c) Multiple trusts. Multiple trusts 
that have: 

(1) No substantially independent pur-
poses (such as independent dispositive 
purposes), 

(2) The same grantor and substan-
tially the same beneficiary, and 

(3) The avoidance or mitigation of (i) 
the progressive rates of tax (including 
mitigation as a result of deferral of 
tax) or (ii) the minimum tax for tax 
preferences imposed by section 56 as 
their principal purpose, 
shall be consolidated and treated as 
one trust for the purposes of sub-
chapter J. 

[T.D. 6500, 25 FR 11814, Nov. 26, 1960, as 
amended by T.D. 6989, 34 FR 731, Jan. 17, 1969; 
T.D. 7204, 37 FR 17158, Aug. 25, 1972]

§ 1.641(a)–1 Imposition of tax; applica-
tion of tax. 

For taxable years beginning after De-
cember 31, 1970, section 641 prescribes 
that the taxes imposed by section 1(d), 
as amended by the Tax Reform Act of 

1969, shall apply to the income of es-
tates or of any kind of property held in 
trust. For taxable years ending before 
January 1, 1971, section 641 prescribes 
that the taxes imposed upon individ-
uals by chapter 1 of the Code apply to 
the income of estates or of any kind of 
property held in trust. The rates of tax, 
the statutory provisions respecting 
gross income, and, with certain excep-
tions, the deductions and credits al-
lowed to individuals apply also to es-
tates and trust. 

[T.D. 7117, 36 FR 9421, May 25, 1971]

§ 1.641(a)–2 Gross income of estates 
and trusts. 

The gross income of an estate or 
trust is determined in the same man-
ner as that of an individual. Thus, the 
gross income of an estate or trust con-
sists of all items of gross income re-
ceived during the taxable year, includ-
ing: 

(a) Income accumulated in trust for 
the benefit of unborn or unascertained 
persons or persons with contingent in-
terests; 

(b) Income accumulated or held for 
future distribution under the terms of 
the will or trust; 

(c) Income which is to be distributed 
currently by the fiduciary to the bene-
ficiaries, and income collected by a 
guardian of an infant which is to be 
held or distributed as the court may di-
rect; 

(d) Income received by estates of de-
ceased persons during the period of ad-
ministration or settlement of the es-
tate; and 

(e) Income which, in the discretion of 
the fiduciary, may be either distrib-
uted to the beneficiaries or accumu-
lated. The several classes of income 
enumerated in this section do not ex-
clude others which also may come 
within the general purposes of section 
641.

§ 1.641(b)–1 Computation and payment 
of tax; deductions and credits of es-
tates and trusts. 

Generally, the deductions and credits 
allowed to individuals are also allowed 
to estates and trusts. However, there 
are special rules for the computation of 
certain deductions and for the alloca-
tion between the estate or trust and 
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